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KEY ECONOMIC INDICATORS 


All values in million US $ Exchange rate 
unless otherwise stated. US $= .50 zaires 


% Change % Change 
1971 1972 1973 1971-72 1972-73 


Gross Domestic Product 
(in current prices) 1864 2085 2643 12 


(in constant 1970 prices) 1858 1914 2038 3 6.4 
Balance o ayments -54 -5 +61 -31 
Balance of Trade (Surplus) 59 54 #4305 -8.5 504.8 
Exports (fob) 687 692 1005 


Imports (cif) 628 638 700 ° 
Net Gold & Foreign Exchange 


Reserves (end of period) 165 159 220 -3 38.4 
Government Budget (eT icit) II8 115 153 2.6 33 


Revenue 577 597 747 

Expenditures 695 712 900 
——-_—“c...° = °° °°» 
Domestic 274 333 440 21.5 O22: 
Foreign 310 484 864 (e) 56.1 7002 
Money Supply ; 
Consumer Price index 

(1969=100) 
Production Indices 

minerals 103.7 109.4 122 

agricultural exports 107 99 87.6 

manufacturing 105.9 115.8 132.6 
Mining Production 

Copper (000 MT) 407 438 489 

Cobalt (000 MT) 14.5 13 15 

Diamonds (million carats) ive? 13.4 Lac? 

Tin (000 MT) 6.5 5.9 5.1 

Gold (000 Kg) 5.4 4.3 <s 

Manganese (000 MT) 329 369 334 
Agricultura xports 

Coffee (000 MT) v2 74 71 

Palm Oil (000 MT) 112 87 70 

Rubber (000 MT) 40 38 32 

Wood (000 cubic meters) 74 91 106.4 
Energy Consumption 

Electricity (000 GWH) 3264 3527 3748 (e) 

Petroleum Products 665 713 749 (e) 

(000 MT) 


MT metric tons 
All 1973 figures are provisional 
(e) estimate based on partial information 





CURRENT ECONOMIC SITUATION AND TRENDS 


The Republic of Zaire faces the challenge of development 
with great potential but with many key problems still 
unresolved. Its population, now estimated at 23.5 million, 
lives in an area about the size of the United States east 
of the Mississippi. The central basin is covered by 
tropical rain forest, but much of the country is covered 
by savannas and grasslands. The capital, Kinshasa, and 
the surrounding Lower Zaire region, which stretches to 

the Atlantic Ocean, and the southeastern region of Shaba 
are the main centers of economic activity, although the 
government has a policy to create a third pole of develop- 
ment at Kisangani, 


As copper goes, so goes the economy ... 


During 1973, the gross domestic product rose to $2.6 
billion, a 17-percent increase, although the real growth 
rate is estimated to have been 6.4 percent. This is higher 
than the anticipated five percent used in government plan- 
ning and the figures achieved during the previous two years. 
Examination of the figures, however, reveals Zaire's 
continuing dependence on copper production as the major 
factor of the economy. Copper earns nearly two-thirds of 
the foreign exchange and provides between one-third and a 
half of the government's revenue, mainly through export 
taxes. Other sectors are becoming more important. For 
instance, the manufacturing sector's growth rate of 14.2 
percent surpassed the mining sector's of 8.9 percent. 


With the conclusion of Gecamines' first five-year plan and 
the first full year of production of Japanese-controlled 
SODIMIZA, copper production reached 488,349 metric MT. 
Gecamines' wirebar production increased by 7,220 MT to 
223,557 MT. Zaire was in a position to maximize the 
earnings from its copper production, as it did not suffer 
from the strikes affecting the Chilean copper exports or 
the transportation difficulties faced by Zambian exports. 
The 1973 average London price was 81¢/l1b. as compared to 
the previous two years' average price of 49¢/lb. Despite 
the prospects for a global industrial slowdown due to the 
energy crisis, copper prices are running at record highs 
in early 1974, so even if a drastic drop should occur, 





Zaire's copper earnings seem assured at least through this 
year. Gecamines is starting its second five-year plan, 

the goal of which is the production of 600,000 MT of copper 
and an expansion of refining capacities. SODIMIZA, which 
currently produces only concentrate, will also be expanding 
production and refining capacity. The international con- 
sortium SMTF (Societe Miniere de Tenke-Fungurume) which 

has 31 percent American participation, plans to start 
producing 100,000 MT of copper in 1977. 


but other minerals don't do as well; 


The index of mining production went up 12 points, chiefly 

on the strength of copper and minerals from the same deposits, 
such as cobalt and silver. Production of most other minerals 
dropped during 1973. 


The various tin producers in Kivu are being regrouped so 
that production will be rationalized and output should 
increase, compared with a steady decrease over the last 
few years, reaching only 5,114 tons in 1973. Exports had 
been limited through most of 1973 by an International Tin 
Council agreement. MIBA's production of 12 million carats 
maintained Zaire's position as the world's largest pro- 
ducer of diamond bort, but purchases of higher quality 
stones from Tshikapa fell off during 1973, and smuggling 
into Congo and Burundi continues to be a problem. Gold 
production decreased again and is now 147,440 ounces. A 
major renovation and expansion program would have to be 
undertaken to reverse the trend; the current commercial 
price of gold makes this a much more interesting proposition 
than in the past. 


-prospects are good. 


The French BRGM is currently working on a geological survey 
to determine mineral indices throughout the Republic, 
especially in areas where little or no mineral prospecting 
has been done before. Various groups currently have 
exploration concessions, such as a Texaco-Shell oil con- 
cession in the Central Basin. Success was announced in 





November 1973, for the oil exploration concession headed 
by Gulf. Exploitation of the offshore oil deposits at 
Moanda is scheduled to start in mid-1975, with an eventual 
production of 25,000 bpd. Zaire will therefore soon be 
joining the ranks of the oil producers. 


Oil is currently a problem id tein 


Zaire has been hard hit by the recent prices hikes in oil, 
as it depends on imports of crude for the SOZIR refinery 
at Moanda, which supplies the western part of the country, 
and imports of finished products, which must transit 
Angola or East Africa to supply the east, including most 
of the mining areas. Internal distribution has been a 
continuous problem. In December the government announced 
plans to nationalize the four major oil distributors; 
discussions are underway between the Government and the 
companies on the extent of the nationalization and 
compensation arrangements. SOZIR's production for 1973 
was 690,018 MTF just slightly higher than the previous 

two years' figures. A plan to double capacity has been 
under consideration, 


electricity has a lot of potential. 


The over-all picture in electricity is much more encouraging, 
as work continues on the Inga hydroelectric complex. Inga 
I, inaugurated in November, 1972, now has four out of six 
turbines operational; it is to supply 350 MW to Kinshasa 
and Lower Zaire when completed. Work is progressing on 

the Inga II site, which will furnish 1272 MW; a 1,130 
mile-long high-voltage, direct-current transmission line, 
construction of which is scheduled to start in September, 
will link it to Shaba. Completion of the HVDC transmission 
line, designed and built by a consortium of American 
engineering firms, will provide the energy necessary for 
the expansion of copper mining in Shaba. The government 

is also considering a project for another dam on the Zaire 
River at Kisangani. 


More factories open... 


The manufacturing sector made important gains in 1973; 
several new factories were inaugurated, such as MIDEMA, 
the partly-American owned flour mill, which can supply all 





Zaire's wheat-flour needs; INZAL, the British Leyland vehicle- 
assembly plant; and UZAM, a furniture factory. Other new 
factories are scheduled to start operations in 1974, such 

as the General Motors assembly plant; SOSIDER, the Maluku 
steel mill; and CINAT, a cement factory. 


- and agriculture remains the weak spot. 


Agriculture, which along with transportation has been given 
the highest priority by the government, recovered its 1972 
losses in the subsistence sector but the export sector 
declined again because of poor weather and marketing 
difficulties. The largest agricultural foreign-exchange 
earner, coffee, declined both in total production (to 
79,000 MT) and exports (to 71,000 MT) as the newly-formed 
National Coffee Office lacked personnel to buy and market 
the crops. Palm-oil production continued to suffer as the 
low domestic selling price does not encourage replanting 
of the aging plantations. Therefore, Zaire, once Africa's 
leading palm-oil producer, may have to start importing 
edible oils by 1977. Wood exports, which increased to 
106,431 cubic meters (or 45 million board feet) in 1973, 
will drop off in 1974 because of government measures to 
restrict exports of raw lumber. Food-crop production and 
distribution failed to meet Zaire's needs, so imports 
continued at a high level. 


1973 was a good year for foreign exchange, but caution 
signs are out. 


With record export earnings of $1 billion, Zaire not only 
increased its current-accounts balance of trade to $305 
million,but corrected the previous three years' balance- 
of-payments deficit, so that the year-end figure showed 

a $61 million surplus. Services and capital transfers 
continued to rise at a rapid rate, now accounting for 

43 percent of total expenses (as against 35 percent in 
1972). As Zaire continues its ambitious capital-investment 
program, this problem will persist. The level of public 
direct and guaranteed borrowing from external sources rose 
rapidly in 1972 and the early part of 1973. Estimates 
place the current debt commitment figure at around $1.4 
billion. According to the Central Bank, drawn-down 
credits through June .1973 amounted to $532 million. The 





debt-service ratio for the first semester of 1973 was seven 
percent; had exchange earnings remained at the same level as 
1972's, however, it would have been around 10 percent. The 
need for external sources of financing continues to be 
great; to meet its 1980 objective, the Republic of Zaire 
will invest $2.9 billion while the other $4.4 billion will 
be furnished by public, private and mixed sources. Zaire 
is counting on its copper revenue from increased production 
and a reasonable price to meet its obligations. The World 
Bank, UNDP, and other major donors such as the United 
States have active assistance programs, which in 1973 came 
to $191 million. Projects range from road maintenance and 
construction to cattle ranching to planning assistance. 


Government spending is up... 


Government budget performance continued to be spotty in 
1973, Despite record revenue of $747 million, due 
principally to the export taxes on copper, spending shot 
up to $900 million, thus greatly exceeding the planned 
deficit of $50 million. The budget forecasts for 1974 

are for $669 million in ordinary expenditures and $224 
million in capital-investment projects, representing nearly 
a third of gross domestic product. An average 16-percent 
salayy increase for government employees caused a sub- 
stantial increase in the ordinary expenditures, while the 
capital investment program was intensified. Government 
revenues are estimated at $823 million, based chiefly on 
an average drawn from export taxes on an average price 

of copper of 64 cents a pound. Budget overruns are anti- 
cipated for 1974 because of the higher cost of imports, 
especially petroleum, and additional projects not included 
in the original budget, such as the expenses of the 
National Agricultural Offices. 


The money supply continues to increase rapidly (up 24 
percent in 1972, 23 percent in 1973); it was 2287.5 
million at the end of December. Deposits also increased 
from 254 million to Z105 million,chiefly through time 
deposits. Net Central Bank claims on the government rose 





17 percent, reflecting continued deficit financing. Bank 
credits came to Z129 million at the end of 1973, a 237 
million increase; agriculture is the sector that benefitted 
most, as it received about a third. 


and economic independence is declared . 


President Mobutu's November 30 speech lived up to its 
advance billing as a significant landmark in current Zairian 
economic policy. He reaffirmed the country's wish for 
greater economic independence by reserving all agricultural 
and commercial activities to Zairians. Small stores, 
especially in the interior, had been run chiefly by 
Portuguese and Greek traders, so the requirement to turn 
over their businesses to Zairians within three months 
caused confusion and disruption. Agro-industrial enter- 
prises, with some major exceptions, such as the Unilever 
plantations, have been taken over by the national agri- 
cultural offices, seven of which have just been created 
(Forestry, Cocoa, Fisheries, Sugar, Rubber, Oils, Cereals) 
in addition to the existing ones (Textile Fibers, Livestock 
and Coffee). Several former affiliates of Union Miniere, 
whose Zairian operation was nationalized in 19 an 

became “Gecamines," were taken over 100 percent by the 
State, which previously held 50 percent in several of them. 
Zairian interest in controlling 50 percent of all future 
mining ventures was also expressed. Factories, except 

for some flour mills, were unaffected by the Zairianization 
measures, 


IMPLICATIONS FOR THE UNITED STATES 


Among sectors that are expected to provide especially 

good markets for American goods are mining machinery, 
communications equipment and systems, electrical-switching 
equipment, building and construction supplies and 
equipment, equipment and instrumentation for health- 

care industries, materials-handling equipment, and 
vehicle-maintenance equipment. 


Gecamines, the Government-owned mining complex at Lubumbashi, 
is getting its expansion program underway. The program calls 
for expenditures that could go as high as half a billion 
dollars, including not only new mining and refining facilities 
but town construction as well. Gecamines hopes to complete 





the program by 1977. The international Charter Consolidated 
consortium, Societe Miniere de Tenke-Fungurume (SMTF) will 
be coming on stream in 1977, and is beginning to place 
orders. The buying offices of the consortium, however, 

are in Ashford, Kent, England, and not in the Zaire. 

There are also several American firms that are discussing 
possible joint ventures with the Zairian Government, 

all of which should provide a good market for U.S. 

mining machinery and equipment during the next few years. 


The Zairian Government is determined to cover the country 
with a modern communications network. The French and 
Canadians are building, or have built, microwave links 
into the interior, and the Government is examining bids 
for the construction of an educational-television network 
by satellite that will provide at least one color-television 
set in almost every village of the country and also carry 
telephone communications. One of the bidders is American. 
This interest in communications and the determination to 
move ahead in the field using space-age technology should 
offer worthwhile opportunities for American products. 


The financial agreements for the Inga-Shaba high-voltage, 
direct-current transmission line were signed in February, 
implementing the construction contract that was signed a 
year before. The American consortium headed by Morrison- 
Knudsen is moving ahead on this 1100-mile line, which must 
be completed by January 1, 1977. The construction of 

the line will not only offer opportunities for American 
products in the construction of the line itself, butthe 
take-off points along the line will call for purchases of 
electrical-switching equipment. Such equipment will 

also be needed at the Shaba end. The contract also 

calls for access roads along the line, which are ex- 
pected to open up new regions of the country that should 
in time provide future markets. 


Health-care and medical facilities are being expanded 

in the country and should provide good markets for 
American manufacturers. Until now the only medical 
facilities existing in most of the interior were those 
provided by foreign missions, and the Government is 

eager to expand the facilities with Zairian establishments. 


As one of the highest priorities in the economic develop- 
ment of the country, the Zairian Government is determined 
to rehabilitate the transportation system, which disinte- 
grated during the chaotic period from independence until 
1965, to build new roads, and to set up a program of 

road maintenance. Several international organizations 





and foreign governments (including the United States) 

are helping in this project, and the market for earth- 
moving and vehicle-maintenance equipment should be good 
for some years to come. River transportation is also 

high on the list of priorities, and as new port facilities 
are provided more materials-handling equipment will be 
required. 


Construction supplies and equipment will find a ready 
market as building continues apace. Two sizeable hotel 
projects are being discussed for Kinshasa, both involving 
U.S. hotel companies, as well as plans for other parts 

of the country. Office space is still at a premium in 
Kinshasa and the need will increase in Lubumbashi as 

the mining expansion brings more people to the area. 

To these opportunities should be added the town construc- 
tion that bcth Gecamines and SMTF will be undertaking. 


In summary, therefore, there will be good opportunities 

for American business in the Zaire in the coming year. 

Many U.S. suppliers will find that their distributors 

or representatives now have a new, Zairian management, 

and in some cases, particularly consumer goods, distri- 
bution channels in the interior will for a time be somewhat 
disrupted. But the Embassy at Kinshasa and the Consulates 
at Lubumbashi, Bukavu, and Kisangani stand ready to 

inform and assist American businessmen in making contacts 
in the Zairian market. 





G major force in 
the economy 


The franchise method of distribution is 
a significant part of the nation’s market- 
ing system and sales are expected to 
reach $178 billion in 1974. The Con- 
sumer Goods and Services Division, 
Bureau of Domestic Commerce, has a 
continuing program which collects and 
publishes data on franchising by key 
business sectors. 


Franchising in the Economy, 1972-74 Franchise Opportunities Handbook 
(1974-542-653/126) at $1.25 each (September 1973) at $2.20 each 
[] Number of establishments [-] Data on 521 franchise operations 
[] Volume of sales Description of operations 
[] Employment in franchising Equity capital needed 


[-] International operations Training provided 
[_] Changes in ownership [-] Sources of franchising information 
[_] Data by key business sectors [] Checklist for evaluating a franchise 


U.S. DEPARTMENT OF COMMERCE / Domestic and International Business Administration / Bureau of Domestic Commerce 


ORDER FORM — Please send me ___ copy(ies) of | enclose $ (check, money order, or Supt. of Documents 
CO Franchising in the Economy, 1972-74 coupons) or charge to my Deposit Account No 
(Catalog No. C57.502:F84/972-74), at $1.25 each. | '**! 4movet $————_—_— 


[_] Franchise Opportunities Handbook MAIL.ORDER FORM 
(Catalog No. C57.16:973). Sept. 1973, at $2.20 each. WITH PAYMENT TO gem os oe. 


Name Superintendent of Documents To be mailed 


U.S. Government Printing Office toter 
ana Washington, D.C. 20402 nea 


or any U.S. Department of ae refund 
City State Zip code Commerce District Office ostage 


(please type or print) 


MAKE CHECK OR MONEY ORDER PAYABLE TO SUPERINTENDENT OF DOCUMENTS 


To Insure Prompt. Accurate Shipment, Place Correct Address on Mailing Label! Below 


U.S. Government Printing Office 
Public Documents Department POSTAGE 
Washington, D.C. 20402 AND FEES PAID 
Name = —————_____ I __———- _U S_ GOVERNMENT 
OFFICIAL BUSINESS PRINTING OFFICE 
Sereet AGS cn 375 


Return after 5 days Special Fourth Class Rate 


City, State, and ZIP Code soecngpiasarstiiaieneinsitantnathtistneanasesenesnmmiaasemammmemsapenatats Book 


t%& U. S. GOVERNMENT PRINTING OFFICE: 1974~582-874/15 3-1 











